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Inflation 

The Worst 
Month 
Since ’51 

WASHINGTON — During March, Gov- 
ernment reports disclosed last week, 
American consumers experienced the 
worst rate of inflation in nearly a 
quarter century — a major worsening 
of an illness that had shown distinct 
improvement in 1971 and 1972. 

But at the same time, as other re- 
ports revealed, the boom in the 
economy — a major cause of the rising 
prices — produced some good news too. 
First the bad news, most of it signaled 
in advance by earlier statistics: 

• Dominated once again by food 
pricaa, the Consumer Price Index 
rose by eight-tenths of 1 per cent 
in March, bringing the annual infla- 
tion rate for the first quarter to 8.8 
per cent — the highest since the Korean 
War in 1951. Food prices alone rose 
in the first quarter at the extraordinary 



annual rate of 30 per cent. President 
Nixon’s goal is an inflation rate for 
consumer prices as a whole ,of only 
2.5 per cent by the end of the year, 
though he had set no specific goal for 
the first quarter. 

• Another measure of inflation — 
the price index for the Gross National 
Product — rose at a 6 per cent annual 
rate in the first quarter, double last 
year’s inflation. 

While the shift to the less manda- 
tory Phase 3 system of price and wage 
controls undoubtedly played a part 
in the sudden jump in the inflation 
rate, the underlying cause seems to be 
the boom, which has now brought the 
nation’s output close to its capacity, 
of plant if not of labor. 

But if booms are inflationary, they 
also have their benefits: 

• Consumer incomes on an annual 
basis crossed the trillion-dollar mark 
in March for the first time, up an 
enormous $90-billion, 10 per cent, from 
a year earlier. People clearly have the 
money to pay the higher prices, and 
retail sales in the first quarter run 
about 15 per cent ahead of last year. 

• The G.N.P. report showed that 
the nation's output, after adjusting for 
higher prices, showed "rear' growth 
at a rate of 8 per cent in the first 
quarter, the same as in the fourth 



quarter and about double the “nionnai" 
growth rate in prosperous times. The 
Government's aim is to slow this boom 
to about a 4 per cent growth rate by 
the end of the year, thus easing the 
inflationary strain. 

• Corporate profits for the first 
quarter were glowing, with company 
after company reporting earnings at a 
record for the period. As one example, 
Chrysleris earnings rose to a record 
for any quarter— $89.8-million, more 
than double the $35.8-million of the 
first quarter last year. 

• There were 2.6 million more 
Americans with jobs in March than a 
year earlier. And the unemployment 
rate was down to 5 per cent of the 
labor force compared to 6 per cent in 
March a year ago. 

None of this killed the pain of in- 
flation, however. The “real" take- 
home earnings of the average worker 
fell slightly in March and were no 
higher than a year earlier, as the rise 
in prices and Social Security taxrs 
just matched the increase in wages. 

After pointing out that President 
Nixon in his Inaugural Address had 
urged Americans to “help themselves," 
George Meany, head of the A.F.L.- 
C.I.O., said, “It is obvious that this Is 
what workers and their unions are 
going to be forced to do at the collec- 
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tive bargaining table/' This was a 
clear ‘threat to the hoped-for modera- 
tion ' in wage settlements this year. 

What was the Government doing 
about the situation? The White House 
took one action. President Nixon sup- 
plied the details of his previously dis- 
closed plan to sell nearly all of the 
nation's stockpile of “critical and 
strategic" materials, with the explicit 
aim of checking the rise in prices of 
many metals and some other com- 



modities like natural robber. 

The President said he based his 
stockpile decision on changed world 
circumstances and changed technology, 
meaning that he found there to be no 
longer a need for materials sufficient 
to supply the nation for a three-year 
conventional war. 

He added that his aim was to sell 
$6-billion of the $6.7Jbillion current 
value of the stockpile of 91 materials, 
though it was made clear that the 



sales would take many years for some 
commodities. 

In Congress there was confusion, as 
has been the case from the beginning, 
on the legislation to extend the Presi- 
dent’s powers, expiring April 30, to 
control wages, prices and rents. 

The House decisively defeated a plan 
of the Democratic leadership for a 
price rollback to the levels of March 
16. Eventually, Senate-House conferees 
agreed on an extension of the Presi- 
dent's general powers but with a few 
provisions— chiefly a disclosure re- 
quirement for large corporations that 
raise their prices — strongly opposed by 
Republicans. 

With the threat that the conference 
agreement might be rejected, at least 
in the House, Congress adjourned with- 
out taking final action. Thus every- 
thing remains uncertain until Congress 
returns on the precise day that the 
control authority expires — April 30. 

Despite many rumors, there was 
little firm evidence that Mr. Nixon 
was contemplating a dramatic move 
on the controls front. Most officials 
kept insisting that the worst, particu- 
larly on food prices, was over and that 
a new freeze would do more harm 
than good in conditions like the pres- 
ent, with booming demand and limits 
on supply. — EDWIN L. DALE Jr. 



